INTERNATIONAL FINANCIAL NEWS SURVEY 


Vol. XIll, No. 16 


2 INTERNATIONAL MONETARY FUND . 


April 28, 1961 


Fund Report at ECOSOC 


At the 3l1st session of the Economic and Social 
Council of the United Nations, on April 20, 1961, 
Mr. Per Jacobsson, Managing Director of the Inter- 
national Monetary Fund, reported on the work of the 
Fund. Mr. Jacobsson said: 


“The over-all economic developments in the year 
that has passed since I last spoke to the Economic and 
Social Council here in New York must be regarded in 
many respects as favorable, even though there have 
been continued difficulties and problems for some 
countries and areas. For the world as a whole, in- 
dustrial production was 6 per cent higher in 1960 
than in the previous year; as there was also a gen- 
erally increased output of agricultural products and 
raw materials, and an expansion almost everywhere in 
the service trades, the world economy had another year 
of substantial growth. It was in the industrial countries 
of Western Europe and in Japan that the increase in 
production was most marked; and an average rise of 
nearly 20 per cent in the imports of these countries 
contributed toward an increase in world trade of no 
less than 10 per cent, despite some reduction in the 
imports of the United States. For the primary producing 
countries, the rise in world demand meant an increase 
in their exports by some 6 per cent. This proved for 
many of those countries to be of help to their general 
business position, and produced higher receipts in their 
balance of payments, even though the general level of 
raw material prices tended to decline slightly during 
the year. The introduction of external convertibility by 
a number of European countries at the end of 1958, 
and the increase in their production, intensified compe- 
tition on world markets for manufactured articles of all 
kinds—tools and machinery as well as consumer goods 
—and this led to greater price stability. The important 
characteristic of the last year and a half has indeed been 
that pronounced boom conditions in a great many coun- 
tries have not been combined with any increase in the 
general price level on world markets for either primary 
products or manufactured goods. 


“This had a marked effect on conditions in the 
United States and also in Canada, two countries which 
have been passing through a period of adjustment 
clearly connected with the halt in inflationary price 
increases and the expectation of more stable prices. 
In Canada, a special problem was the continuing reduc- 
tion in the volume of business investment from the peak 


in 1957. As far as the United States was concerned, the 
recent adjustment has led to a distinct slackening of 
activity rather than a sharp setback in business. Final 
demand (as measured by the aggregate of consumer 
buying, business investment in plant and equipment, 
expenditure for housing, net exports, and government 
purchases) increased all through the year, and the vol- 
ume of fixed investment was in fact well maintained. 
But an accumulation of inventories at an annual rate 
of over $11 billion in the first quarter of 1960 changed 
into an inventory liquidation at a rate of $3 billion in 
the last quarter of the year. Under the impact of this 
change, industrial production declined by 7 per cent; 
and unemployment increased to the highest percentage 
since the end of the war. Merchandise imports fell 
slightly, but exports rose from $16.2 billion in 1959 to 
$19.4 billion in 1960, and there was thus an export 
surplus of $4.7 billion. 


“I mention this latter development in particular be- 
cause it indicates the improvement in the basic position 
of the balance of payments of the United States. The 
external convertibility of so many currencies now makes 
it possible to transfer short-term funds more freely, and, 
as you know, there have been substantial movements of 
such short-term funds over the last year. These move- 
ments have attracted great attention, and have tended 
to overshadow the changes that occurred in the basic 
conditions of the balance of payments of several coun- 
tries. In particular, in the United States, the net income 
in 1960 from investments and services (amounting to 
over $2 billion), added to the trade surplus for that 
year, yielded a total of some $7 billion, which was more 
than sufficient to cover all government expenditure 
abroad, including expenditure for military purposes and 
official foreign assistance of all kinds. However, the 
movements on capital account—movements of short- 
term funds and private long-term capital investments 
abroad—resulted in an over-all deficit of $3.8 billion. 
At the same time, it should be remembered that when 
domestic capital flows out foreign assets are acquired, 
and there is also the possibility of a return flow. It is 
too early to tell whether any substantial amount of 
short-term funds has yet returned to the United States, 
but for the last three months the strain on the dollar 
has been much diminished. This has, I think, helped 
people to form a more realistic opinion about the 
intrinsic strength of the dollar, particularly when they 
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bear in mind that, even after the recent reductions, the 
gold stock of the United States still amounts to 
$17.5 billion and is nearly as large as the combined 
gold holdings of all the other member countries of the 
Fund. Even given the magnitude of existing short-term 
dollar liabilities, this is a very strong position. 


Return to Convertibility 


“Turning now to the industrial countries other than 
the United States, the remarkable expansion in their 
volume of production over the last decade has by and 
large been accompanied by an impressive improvement 
in their liquidity position, helped as it has been by the 
outflow of gold and dollars from the United States over 
recent years. The reserves of these other industrial 
countries are now some two and one-half times as large 
as they were in 1950. They total some $27 billion, and 
should—in most cases—be quite adequate for these 
countries. A number of them have felt that their reserves 
and their general balance of payments position were 
sufficiently strong to make possible the formal accept- 
ance of the obligations of convertibility for their cur- 
rencies envisaged in the Articles of Agreement of the 
Fund. In February of this year, therefore, nine countries 
in Europe, together with Peru, and followed more 
recently by Saudia Arabia,decided—after consultation 
with the Fund—to forego the special privileges of 
Article XIV of the Fund Agreement, under which 
member countries are permitted to maintain and adapt 
exchange restrictions without obtaining the prior ap- 
proval of the Fund. By accepting the convertibility 
obligations of Article VIII, they are required to avoid 
restrictions on current payments, multiple exchange 
rates, and discriminatory currency practices, and if they 
ever again wish to resort to such measures, they have 
to consult the Fund and obtain its prior approval. 
In all, 21 member countries are now subject to the 
provisions of Article VIII. One result has been an in- 
crease in the number of currencies which may be used 
in repayments to the Fund, and sterling was used for 
that purpose for the first time, in February, by Burma. 


“The Fund has played a part in this return to con- 
vertibility by providing financial assistance to a number 
of the countries when they were in difficulties in earlier 
years, by pressing for progress in the removal of restric- 
tions in general statements of policy, and by advising how 
this could be done in the regular consultations held annu- 
ally with all ‘Article XIV’ countries. Important as these 
moves to convertibility are, they are not likely to reduce 
the work of the Fund, and, in fact, the Fund’s consul- 
tation work is expected to increase. For, in a decision 
on June 1, 1960, the Executive Board of the Fund 
expressed the view that there is great merit in periodic 
discussions between the Fund and its members, includ- 
ing those that have convertible currencies, even though 


no measures requiring approval under Article VIII are 
maintained. Such discussions will be planned between 
the Fund and the member, including agreement on place 
and timing, and will ordinarily take place at intervals of 
about one year. The Executive Board favored such 
discussions because they felt that the Fund is able to 
provide technical facilities and advice, and that it would 
be desirable to exchange views on monetary and finan- 
cial developments in the member countries. 


“Among the nonindustrial countries of the world, 
there have been, I am glad to say, a few which have 
been able to increase their international reserves in 1960. 
Over the last decade, however, the international reserves 
of the less developed countries that are members of the 
Fund have remained remarkably stable at around 
$10-13 billion. In many cases the reserves are clearly 
not adequate, particularly in the light of the expansion 
in the foreign trade of these countries. Even if their 
primary objective is to direct resources toward invest- 
ment for the further development of their economies, 
many of them would probably be wise if they could 
strengthen their reserves, for by doing that they would 
increase their creditworthiness, and thereby attract more 
resources from abroad on a continuous basis. At the 
same time they would then have a more adequate 
cushion against fluctuations in the prices of their main 
export products. 


“Considering the difficult reserve position of a num- 
ber of the less developed countries, it is natural that 
over the last few years they, in particular, have requested 
assistance from the Fund. During 1960, none of the 
drawings, which totaled $280 million, was made by any 
of the highly industrialized countries. On the contrary, 
several of these countries made advance repayments to 
the Fund—for instance, the drawings made by France 
and the United Kingdom in the years 1956-58 were 
fully repaid to the Fund in the course of last year. 
In all, repayments amounted to $650 million in 1960, 
and thus exceeded drawings by almost $400 million. 
The improvement in the liquidity position of the indus- 
trialized countries has thus been reflected in the financial 
operations of the Fund, leading in fact to a strengthen- 
ing of the Fund’s own liquidity position.” 


Stand-By Arrangements 


Mr. Jacobsson then referred to the reports which 
had been furnished to the Council, and continued, “It is 
interesting to note that since I last spoke to you new 
stand-by arrangements have been concluded with 
17 countries, Argentina, Bolivia, Chile, Colombia, 
El Salvador, Guatemala, Haiti, Iceland, Iran, Nicaragua, 
Paraguay, Peru, Spain, Turkey, Uruguay, the Syrian 
Region of the United Arab Republic, and Yugoslavia, 
and drawings have been made by a further 7 countries, 
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Brazil, the Dominican Republic, Honduras, Pakistan, 
the Philippine Republic, the Union of South Africa, and 
the Egyptian Region of the United Arab Republic. 
With five of these countries—Guatemala, Turkey, the 
Syrian Region of the United Arab Republic, Uruguay, 
and Yugoslavia—stand-by arrangements were concluded 
for the first time. 


“Guatemala entered into a stand-by arrangement with 
the Fund in June 1960 for the equivalent of $15 million 
to support a program designed io strengthen the coun- 
try’s international position through appropriate fiscal 
and monetary policies. 


“At the end of 1960, Turkey entered into a stand-by 
arrangement with the Fund for the equivalent of 
$37.5 million. This arrangement, together with a 
$50 million credit from the Organization for European 
Economic Cooperation, was intended to help the Tur- 
kish Government to maintain and reinforce a stabiliza- 
tion program begun in 1958. New features of the 
program included additional reforms affecting expendi- 
tures through the government budget; the collection of 
revenue; and operations of the banking system with 
regard to interest rates, the accumulation of savings, 
and the extension of credit. 


“The Syrian Region of the United Arab Republic 
concluded a stand-by arrangement with the Fund in 
May 1960 for the equivalent of $7.5 million in con- 
nection with a program to strengthen its balance of 
payments, which had been seriously weakened by 
three successive years of drought. 


“In October 1960, Uruguay entered into a stand-by 
arrangement with the Fund which provided for drawings 
up to the equivalent of $30 million. Under this arrange- 
ment, Uruguay was authorized to draw, in accordance 
with its terms, up to 100 per cent of its quota once a 
quota increase from $15 million to $30 million had 
become effective. The resources to be made available 
by the Fund are to supplement Uruguayan reserves, to 
support a program designed to check inflationary expan- 
sion, and to accelerate the liberalization of trade and 
payments which Uruguay had begun in December 1959 


“At the turn of the year the Fund granted Yugoslavia 
a drawing in various currencies equivalent to $45 mil- 
lion, together with a stand-by arrangement for the 
equivalent of $30 million, in support of an extensive 
exchange reform and trade liberalization. Yugoslavia 
also received substantial credits from the United States 
and from several European countries. The Fund began 
discussions of the exchange and trade reforms last May, 
when Yugoslavia indicated a desire to abandon its 
system of complex multiple exchange rates and to intro- 
duce a substantially uniform exchange rate. As a result 
of these discussions, at the beginning of this year 
Yugoslavia introduced a rate of 750 dinars to the dollar 


for all transactions with the one exception of incoming 
tourism, to which a rate of 600 dinars is being applied 
temporarily. All the multiple exchange rates previously 
existing were abolished. In addition, imports were liber- 
alized, in part by the introduction of a free list. Customs 
duties have been introduced. At the same time, certain 
export subsidies have been adopted, as a strictly tem- 
porary arrangement, to avoid difficulties in particular 
sectors of the economy. It is too early to appraise the 
success of these measures, but they are a bold and 
sweeping reform intended to strengthen the Yugoslav 
economy and integrate it more closely with the world 
economy. 

“I should also particularly like to mention the oper- 
ation with Chile in February of this year, which involved 
a number of special features. Following the financial 
difficulties created by the earthquakes of last May, and 
uncertain prospects for the world price of copper, 
Chile’s principal export commodity, the Chilean Gov- 
ernment entered into a stand-by arrangement with the 
Fund for the equivalent of $75 million in order to help 
to maintain its economic stabilization program. At the 
same time, Chile drew Argentine pesos amounting to a 
further $16 million from the Fund, to be used in partial 
settlement of a balance of $32 million accumulated by 
Argentina under a bilateral trade and payments agree- 
ment between the two countries, which was terminated 
on January 31 in anticipation of this transaction. This 
was the first time that a Latin American currency had 
been drawn from the Fund, and the first time that the 
Fund’s resources had been used directly to assist a 
member to terminate a bilateral arrangement in accord- 
ance with an Executive Board decision taken in 1955. 
In addition, Chile is the first country whose outstanding 
drawings and available drawing rights under a stand-by 
arrangement exceed 100 per cent of its quota. 


New Members 


“It also gives me very great pleasure to be able to 
tell you that 2 countries last month signed the Articles 
of Agreement of the Fund in Washington, and, by thus 
completing all the formalities required for joining the 
Fund, brought the total membership to 70. One of these 
new members is a long established country in Europe 
(Portugal) and the other is a newly independent coun- 
try in Africa (Nigeria). The Portuguese quota is $60 mil- 
lion and the Nigerian quota $50 million. 


“In 1944, when the Bretton Woods Agreement was 
being written, there were no more than 4 independent 
countries in Africa. Of these, 3 became signatories of 
the Fund Agreement as original members, and the 
fourth, Liberia, is at present taking steps to join the 
Fund. Today, however, there are 26 sovereign states 
in Africa, 17 of which came into being in 1960. At 
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present 9 African countries are members of the Fund; 
applications for membership have been received from a 
number of others, and are now being dealt with as 
quickly as possible. 


“The change of status of these newly independent 
countries has created a number of technical problems in 
various fields of public administration. The Fund has 
been requested repeatedly by member countries, and 
by some nonmember countries, to help with technical 
advice on questions of monetary policy, central and 
commercial banking, exchange controls, public finance, 
and related fields. The Fund has responded whenever 
it thought that its assistance could be fruitful. Thus, the 
emergence of these new states in Africa has led to an 
increase in the technical assistance activity of the Fund; 
and even greater activity is to be expected in the future. 
The majority of the countries in Africa are members of 
one of two great currency areas: the sterling area or 
the French franc area. Several of the new countries 
share their currency with other African countries; and 
in one country, Liberia, the currency of the United 
States is legal tender. Although this sharing of currencies 
raises some technical problems, its does not constitute 
an obstacle to membership in the Fund. 


Economic Cooperation 


“There are today two seemingly opposite tendencies 
in the world: on the one hand, political fragmentation 
by the emergence of many new states; and, on the other 
hand, economic integration by the formation of trading 
areas—in Europe, the European Economic Community 
and the European Free Trade Association; and in Latin 
America, the Latin American Free Trade Zone and the 
Central American Common Market. Undoubtedly, 
countries wish to regulate their own affairs with all the 
rights and powers inherent in independence, but, at the 
same time, they are fully aware of the fact that in this 
complex and shrinking world they must cooperate with 
each other in many fields, including the monetary and 
financial fields. Let me then state most emphatically that 
the acceptance of currency convertibility has not in any 
way diminished the need for monetary cooperation. 
One may even say that it has had precisely the opposite 
effect. As a result of currency convertibility, national 
economies are much more closely interrelated, and 
changes in prices, monetary conditions, and other eco- 
nomic developments in any one country react more 
quickly on others. It is clear that no single country can 
determine the price levels on world markets. The efforts 
of the monetary authorities to prevent any marked ten- 
dencies toward either inflation or deflation will thus be 
heavily influenced by developments abroad. The mone- 
tary authorities in the various countries must therefore, 
if and when the need arises, be prepared to agree upon 


the main lines of policy required to achieve a reasonable 
stability of prices. Apart from such major matters, there 
will always be need for contact and understanding in 
the more everyday work. 


“As a result of the greater convertibility of currencies 
and the widespread relaxation of exchange controls, 
the opportunities for movements of funds from one 
country to another have substantially increased—for 
instance, to take advantage of interest rate differentials. 
There is clear evidence that there have been appreciable 
movements of commercial bank balances and of funds 
held by large international companies. The most recent 
example of such international movements of funds came 
in the wake of the revaluations of the German mark and 
the Dutch guilder, on March 6 and 7 this year. These 
revaluations were intended to help to establish equilib- 
rium in the world payments position, and thus to elimi- 
nate the uncertainty that had been prevailing for some 
time in certain quarters about the future value of the 
German mark. It was therefore made clear that these 
two moves should be regarded as definitive. Despite 
declarations by the governments of other countries that 
they had no intention of altering the exchange value of 
their currencies, rumors continued in the markets and 
led to the substantial movements of funds to which | 
have referred. Countermeasures have now been taken, 
largely as a result of effective central bank cooperation. 
There is no doubt that it is the determined policy of the 
countries concerned to fortify the exchange structure at 
present rates, and that the resources available to them 
are more than sufficient to achieve that purpose. 


International Reserves 


“At the end of 1960, central banks and governments, 
other than those of the Soviet bloc, held reserves 
amounting to nearly $60 billion, of which $38 billion 
was in gold, $10% billion in dollars, the equivalent of 
$7 billion in sterling, and some $4 billion in various 
other currencies. In addition to the consideration that 
interest can be earned on holdings of foreign exchange, 
the countries that hold part of their reserves in that 
form find it useful and convenient to do so, partly 
because the two main reserve currencies are also the 
two main trading currencies of the world. The system 
under which most countries hold their reserves partly in 
gold and partly in reserve currencies is the present-day 
version of ‘the gold exchange standard.’ This was the 
system which, as you know, was built up in the decade 
after the First World War; but the difficulties then con- 
fronting the world, and the lack of international cooper- 
ation, led to the breakdown of the system. While it may 
be an open question whether any monetary system 
could have passed unscathed through the events of those 
years, there are, I think, two specific reasons why the 
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system broke down. In the first place, the exchange 
reserves of many of the European countries had been 
acquired by large-scale short-term borrowing in the 
1920’s. Once the crisis set in, these short-term loans 
were not renewed and the reserves melted away. Today, 
on the other hand, countries have by and large earned 
their exchange reserves from current international trans- 
actions. The second weakness of the system of the 1920's 
was the absence of any international agency standing 
behind the national reserves. The Fund now holds that 
position, and the enlargement of the Fund’s resources 
of currencies and gold by the equivalent of $5 billion, 
as a result of the increases in quotas in 1959 and 1960, 
is therefore of particular importance. Thanks to the 
added resources available in the Fund, which now total 
the equivalent of almost $15 billion, the present gold 
exchange standard has a strength that was lacking in its 
predecessor of 30 years ago. 


“All members, large and small, have access to the 
Fund’s resources under adequate safeguards, and I 
would like to point out, as I did in my statement at the 
Annual Meeting of the Board of Governors last Sep- 
tember, that assistance by the Fund is given for a variety 
of reasons, and should not be regarded as available 
merely in emergencies. The authorities in a number of 
countries, such as Australia, the United Kingdom, and 
the United States, have also made it clear that they 
share this understanding, that they count on their coun- 
try’s drawing rights in the Fund as part of their effective 
reserves, and that they would not hesitate if necessary 
to make use of these rights. 


“The international monetary system can never be a 
rigid system, with fixed and permanent arrangements. 
It must be such that it can develop with the varying 
growth of the individual national economies, and with 
the evolution of their financial and monetary needs and 
potentialities. Accordingly, the tasks and methods of 
operation of the International Monetary Fund should 
not be fixed, but must be responsive to the changing 
needs and conditions of its members. When the Fund 
began its operations in 1946, most currencies were still 
subject to the strict exchange controls set up during the 
war, and trade was still largely carried on through a 
network of bilateral trade and payments arrangements. 
Today, trade and payments restrictions and discrimina- 
tions have generally been removed and nearly all inter- 
national trade takes place on a multilateral basis, with 
the more important currencies convertible under the 
Fund Agreement. As the situation has developed, the 
Fund has been reviewing its activities and adjusting its 
practices so that it will be able to meet more adequately 
the needs of its members in this new world of freer 
trade and convertible currencies. 


“Over the last few years, for instance, there has 
been a change in the currencies which have been drawn 
from the Fund. For the first 10 to 12 years of its life, 
the Fund was primarily an agency from which member 
countries drew U.S. dollars and made repayments in 
dollars or gold. Now that so many countries have re- 
established their monetary position, it is proper that 
drawings should be made in a wider variety of cur- 
rencies. Indeed, in order to integrate Fund operations 
into the multilateral system of world payments, it is 
most appropriate for drawings to be made, in general, 
in the currencies of countries with a strong payments 
and reserve position. Much progress along these lines 
has already been made. While in 1957 all drawings were 
made in U.S. dollars, in 1960 almost one half of all 
drawings were in other currencies, and this proportion 
has been even higher in recent months. 

“The greater freedom for movements of funds has 
focused new attention on the extent to which the Fund 
can finance adverse balances of payments on other than 
current account. Article VI, Section 1, which is entitled 
‘Use of the Fund’s resources for capital transfers,’ 
declares that net use shall not be made of the Fund’s 
resources to meet outflows of capital which are described 
as large or sustained. But the section specifically does 
not prevent use of the Fund’s resources for capital 
transactions of reasonable amount required for the 
expansion of exports or in the ordinary course of trade, 
banking, or other business. The Fund is now engaged in 
examining the legal and policy aspects of these provisions. 


Adequacy of the Fund’s Resources 


“One of the main objectives of the Fund is to pro- 
mote exchange stability, and to do that the Fund must 
have considerable resources at its disposal to be able 
to act decisively in all foreseeable circumstances. Its 
resources are already large—as I have mentioned, they 
amount to almost $15 billion, of which some $2% bil- 
lion is in gold and some $7 billion in convertible cur- 
rencies. These resources should be quite sufficient for 
most situations that the Fund might have to meet. But 
there is always the possibility that circumstances might 
arise in which the Fund might need additional supplies 
of certain currencies. Such circumstances were foreseen 
in Article VII of the Fund Agreement. If the Fund’s 
holdings of a particular currency are deemed inadequate, 
the Fund is empowered to replenish its holdings by 
borrowing such currency or by buying such currency 
for gold. The latter method was used in 1957, when 
the Fund sold $600 million of gold to the United States 
to obtain dollars needed to meet the large demands for 
dollars anticipated at the time. However, I believe that 
the Fund should be sparing in the use of its gold for 
this purpose, particularly because we should regard our 
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gold holdings as a reserve to be used only in situations 
in which no suitable alternative is available. It there- 
fore seems that the time is now ripe to consider the first 
method of acquiring particular currencies, namely, bor- 
rowing. Needless to say, the development of this new 
technique to supplement the Fund’s resources of par- 
ticular currencies will require careful consideration, and 
work has begun in the Fund on the examination of the 
many aspects of this question. We may have to use a 
variety of different methods. The most appropriate 
method seems to be the conclusion of a network of 
stand-by arrangements with the main industrial coun- 
tries, under which the Fund will be able to use increased 
amounts of their currencies whenever the need for such 
use would arise as part of a Fund operation. Our aim 
is to look beyond immediate needs and to seek to equip 
the Fund to be able to handle flexibly the many and 
varied situations that may arise under a system of 
freely convertible currencies. In this way we can help 
to ensure the viability of the present payments system. 


“I have referred to the development of Fund activities 
in order to show that action has already been taken 
and experience is being gained, even though a great 
deal of exploration and discussion is still before us 
in certain fields. A great interest is being taken in many 
circles in all these problems, which I highly welcome 
since it is evidence of the great importance that people 
place in the strengthening of the international monetary 
system. The Fund in its work is trying to proceed along 
lines which are essentially practical and which are likely 
to be generally acceptable to the member countries. 
In my opinion, the Articles of Agreement give sufficient 
latitude for constructive arrangements to be made which 
will meet the needs of members under present and fore- 
seeable conditions. Consideration of these problems has 
come at an opportune moment when they can be 
examined deliberately and carefully; for while a num- 
ber of countries still have to overcome internal and 
external difficulties, their situations have not been aggra- 
vated during this last year or two by any decline in the 
volume of world trade or any general lack of liquidity. 
Neither can one say that the purely political events of 
the last few years have much affected the flow of trade, 
or in any large degree the movements of funds. We do 
not know for certain that these relatively favorable con- 
ditions will continue. This being the case, individual 
countries and international organizations should take 
appropriate action while circumstances permit them 
to do so. 


Problems of Less Developed Countries 


“While some of the problems with which the Fund 
has to deal and to which I have referred today—for 
instance, the replenishment of the Fund’s resources by 
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borrowing—will principally concern the leading indus- 
trial countries, it is well to remember that, especially in 
recent years, the extension of financial assistance by the 
Fund has been almost exclusively to the nonindustrial- 
ized member countries. It is perhaps useful to point 
out that when the Fund’s resources were enlarged in 
1959, the quotas of the less industrialized countries as 
a group—and hence their potential drawing rights— 
were increased proportionately more than those of the 
industrial countries. The Latin American countries, for 
instance, which in 1946 had quotas that totaled about 
6 per cent of all Fund quotas, had, after the enlarge- 
ment of the Fund’s resources in 1959, quotas which 
came to 9 per cent of the new total. And at the present 
time these countries have together used a larger pro- 
portion of their quotas than has any other group of 
countries. There is no doubt that the raw material pro- 
ducing countries have special difficulties, for, although 
their exports increased in 1960, average prices tended 
to decline slightly, as I have already pointed out. 
Experience seems to show that either Europe alone, as 
was the case in 1960, or North America alone, can 
lift the volume of world trade; but that it takes booming 
conditions on both sides of the Atlantic to have much 
effect on the general level of the prices of raw materials. 

“The question of fluctuations in the prices of primary 
products on world markets has been a subject for much 
discussion. We have recently received the report of the 
group of experts appointed by the Secretary-General of 
the United Nations on ‘International Compensation for 
Fluctuations in Commodity Trade.’ This report devotes 
a great deal of careful attention to the operations of the 
Fund, and the manner in which the Fund’s resources 
can be marshaled to help in the solution of this problem. 
We have not yet had an opportunity to study this report 
in detail, but I would like to express at this early stage 
our continued deep interest in the matter. 


“There is a growing awareness in the world of the 
need to assist the less developed countries in their 
efforts to achieve better economic and social conditions. 
It is a question not only of economic development by a 
diversification of their production on the basis of their 
own and foreign resources, but also of progress in many 
other fields, such as health, education, housing, tax- 
ation reform, and so on. The countries themselves have, 
of course, responsibility for the changes to be made, but 
international agencies, each one in its own field, also 
have a role to play in providing much needed assistance, 
technical and financial. 


“The Fund’s particular concern in the less developed, 
as in other, countries is to assist them to have a healthy 
balance of external payments and to maintain monetary 
stability at home. But the value to a country of the 
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Fund’s work is not limited to what the Fund does in its 
direct relations with that country. It is well to remember 
that the earning possibilities of the primary producing 
countries depend, as we have seen, very much on the 
general state of world trade, as influenced largely by 
business conditions in the leading industrial countries. 
Therefore, the Fund’s efforts to promote international 
monetary cooperation, to facilitate the expansion and 


Tin Prices 


The price of tin has recently moved into the range 
(£830-880 a ton) in which the Buffer Stock manager is 
authorized to sell the metal. So far, his operations— 
clearly visible in London—have not succeeded in 
lowering the price of the metal, mainly because the 
probable supply of tin this year, including an estimated 
10,000 tons in the Buffer Stock, will fall short of the 
anticipated demand by at least 15,000 tons. 


This anticipated shortfall in supply is due to diffi- 
culties in certain producing countries—for example, a 
breakdown of one of the largest dredges in Indonesia 
and the use of obsolete machinery in Bolivia—and to 
the fact that shipments from Malaya have shown no 
increase since export restrictions were abolished in 
October 1960. 


Source: The Financial Times, 


April 13, 1961. 


London, England, 


Europe 


Assistance to Developing Countries by Norway and Denmark 
A report of the committe set up in June 1960 by the 
Norwegian Government to examine the question of 
Norway’s assistance to countries in the course of devel- 
opment recommends that Norway’s contribution should 
be increased to 0.25 per cent of the net national income. 
This would mean a government appropriation of about 
NKr 75 million. As soon as this target has been reached, 
the committee suggests that a regular annual increase in 
appropriations should be made, and that the ultimate 
object should be an over-all annual appropriation of 
1 per cent of the net national income. The committee 
considers that the funds so allocated should be used 
to cover Norway’s contribution to the United Nations’ 
(UN) aid program, its subscription to the international 
financial organizations administering aid to the develop- 
ing countries, and its contribution toward regional and 
bilateral projects which are financed either in the form 
of grants-in-aid or by means of loans extended on espe- 
cially favorable terms. A certain proportion of the 
annual appropriation should be placed in a reserve 
fund that would be drawn on to meet exceptional 


balanced growth of world trade, to promote exchange 
stability, and to pursue its other purposes, are in the 
interest of all its members. Despite the many problems 
that remain to be solved, great improvements have been 
made in the world’s economic and financial structure, 
and, with the help and understanding of member coun- 
tries, there should be real opportunities for consoli- 
dation and further advance. 


requirements, In addition to the government appropri- 
ation, the committee proposes that a contribution to 
the capital needs of the developing countries should also 
be made by Norway’s business sector, and it proposes 
that a governing board be set up to supervise, plan, 
and coordinate such assistance; this board should re- 
place that of the existing private funds for assistance 
to developing countries. 

The chairman of a Danish Government committee 
for technical assistance to developing countries states 
that Denmark’s contribution to the program of techni- 
cal assistance to underdeveloped countries is at present 
between DKr 30 million and DKr 40 million a year. 
Denmark is spending DKr 12-13 million a year in direct 
help through the UN. In addition, DKr 1 million is 
directly extended to individual countries. So far, Den- 
mark’s contribution has mainly taken the form of tech- 
nical instruction, both by the dispatch of experts to 
underdeveloped countries and by the arrangement of 
international training courses in Denmark. Other con- 
tributions are also made to the UN which are used 
wholly or in part for the cost of technical assistance; 
various forms of technical assistance are also granted 
by a number of Danish private organizations. Den- 
mark’s contribution to the UN Special Fund has totaled 
DKr 2.3 million in each of the last two years. To date, 
Denmark has contributed DKr 12 million toward the 
joint Scandinavian project for the establishment of a 
teaching hospital in Korea, and its annual appropria- 
tion for this purpose is fixed at DKr 3.5 million. 


Sources: Aftenposten, Oslo, Norway, March 25, 1961; 


Bégrsen, Copenhagen, Denmark, March 25, 
1961. 


Far East and Australasia 


Controls on Wheat and Rice in India 

India’s Minister of Food and Agriculture announced 
in the Lower House of Parliament on April 5 that zonal 
restrictions on the movement of wheat and wheat prod- 
ucts have been abolished. The main reasons for the 
change were the bright prospects for the coming spring 
crop, the availability of ample stocks in the central 
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reserve, the heavy import program, and the relatively 
low wheat prices now prevailing in India. 

The existing restrictions on the movement of rice are 
being maintained. However, the rice position is very 
much improved, the Minister said, and if it continues 
to be satisfactory there is every possibility that these 
restrictions would also be lifted. 


Source: The Statesman (Overseas Edition), Calcutta, 
India, April 15, 1961. 


Relaxation of Capital Control in Japan 


The Ministry of Finance of Japan has relaxed, 
effective May 1, 1961, the regulations governing the 
investment of foreign capital in Japanese stocks and 
bonds. The main amendments are, first, to reduce to 
two years the waiting period for the repatriation of 
capital invested in stocks and bonds by nonresidents. 
(Formerly, the remittance of the principal was per- 
mitted, for stocks in three annual installments after a 
two-year deferment period, and for bonds after five 
years from the date of acquisition. ) 


Secondly, the transfer between nonresidents of bal- 
ances on nonresident yen deposit accounts will be, in 
principle, permitted freely. (Nonresident free yen ac- 
counts, balances of which may be transferred abroad, 
were established on July 1, 1960; see this News Survey, 
Vol. XII, p. 385.) Proceeds from the sales of stocks 
and bonds which are sold within two years from the 
date of acquisition will be deposited in nonresident yen 
deposit accounts. These proceeds may be repatriated by 
transferring the balance to another nonresident in return 
for foreign currency. The proceeds of bonds having two 
years or more to maturity when purchased, if acquired 
with funds from these accounts, may be transferred 
abroad on redemption 


Source: Nihon Keizai Shimbun, Tokyo, Japan, April 18, 
1961. 


Australian Drawing and Stand-By Arrangement 


The International Monetary Fund has agreed to a 
drawing by the Government of Australia equivalent to 
$175 million, in currencies held by the Fund. It has 
also entered into a stand-by arrangement with the 
Australian Government which authorizes additional 
drawings equivalent to $100 million over the next 
12 months. 
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Australia will draw immediately $40 million in 
U.S. dollars and the equivalent of $55 million in 
deutsche mark, $30 million in pounds sterling, $15 mil- 
lion in French francs, $15 million in Italian lire, 
$10 million in Canadian dollars, and $10 million in 
Netherlands guilders. 


The country’s payments problems stem in part from 
a domestic boom in 1960, which stimulated import 
demand and diverted to the home market some pro- 
duction which is normally available for export. Austra- 
lia’s foreign exchange receipts have also been unfavor- 
ably affected by a fall in world market prices for some 
primary products, especially wool. 


Since early in 1960, the Government has progres- 
sively sought to reduce the pressure of internal demand 
by policies affecting bank credit, government expendi- 
ture, and taxation, while maintaining a liberal system 
of foreign trade and payments. The use of the Fund’s 
resources is intended to support the Australian Govern- 
ment in these policies, which have recently been show- 
ing favorable results and are being continued. 


Source: International Monetary Fund, Press Release, 
Washington, D.C., April 27, 1961. 
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